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OATH OR AFFIRMATION :‘

I, Curtis J. Fuszard . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Associated Investment Services. Inc. | 2 85

of December 31 , 2006 , are true and correct. I further swear (or affirm) that

neither .the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
I

classified solely as that of a customer, except as follows: {
! i
i t ‘
'

_ i 77 ]
o / 7 N T

. "' _ ' e blgnan{{e \
- i President apd Chief Executive Officer
H f—' / Title
N Expires July 12, 2009

This report ** contains (che’ck all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

{c) Statement of Income (Loss). |

(d) Statement of Changes in Financial Condition, |

{¢) Statement of Changcs in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordmated to Claims of Creditors. |

(g) ‘Computation of Net Capital. t

(h) Computation for Determination of Reserve Requirements Pursuant to Rule I5c3 3.

(i) -Information Relating to the Possession or Control Requirements Under Ru]e;15c3 3.

(i) .A Reconciliation, including appropriate explanation of the Computation ocht Capital Under Rule 15¢3-1 and the
.Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. | '

() An Oath or Affirmation.

{m) A copy of the SIPCSupplemental Report. i

(n) A report describing any material inadequacies found to exist or found to have ex;isted since the date of the previous audit.

Public - Stata of Wisconsin |
Baﬁy Publlc My l
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** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ Report

The Board of Directors and Stockholder
Associated Bank Investment Services, Inc.:

We have audited the accompanying statement of financial condition of Associated Investment
Services, Inc. (a wholly owned subsidiary of Associated Banc-Corp) (the Company) as of
December 31, 2004, and the related statements of income, changes in stockholder's equity, and
cash flows for the ycar then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934, These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of cxpressing
an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we cxpress no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our epinion, the financial statements referred to above present fairly, in all matenial respects,
the financial position of the Company as of December 31, 2006, and the results of its operations
and its cash flows for the year then ended in conformity with U.S. generally accepted accounting
principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules 1. 2. and 3 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information requircd by rule 17a-5 under the Securities Exchunge Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the

basic financial statements taken as a whole.

Chicago, Nlinois
February 26, 2007

PMGILE 5 U S, bmiaed sabiity padingl s, 1 (he UG
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' . ASSOC]ATED INVESTMENT SERVICEb INC. )
" ' (A WHOLLY OWNED SUBS[D!ARY OF AbSOClA TED BANC CORP)
. LN
SR 3 ' oo bl‘ATEMlLNl OF FINANCIAL Colx_u)lp ION" | >
) B SR ‘; Lo DECEMBER 31,2006 -} | .
13 i ! T
) } 54 3 - . i
) s — i
| ) - S )
cfassers 1 . . ; o
Ty Cashoand cash equmk.nls el v 33791078 4
. .. ¥ Secunties owned:! 7 I o
" _‘ Marketable, at malkf_t value 1,057,752 -
1 Notreadily mrkemb]t: at estmwted fau wvalue 33,500
Deposit with cle.lrmg., broker 5 100,000
Receivable from brl oker/dealers and cleating organization _* . . . ‘ 443 588
. - - Receivableifrom re]ated parties . : oL . 533,700
. “ Ty " Fixed Asseis — less accumulated dcplecmtmn 0f $438,259 , ' 49,571 ’
L 5. Prepaid assets L : g 145_,499
Ty Other Assels : . 88,124
LT o lncome lﬂ)\ lecelvable , 766,787
. e - Totaldssets | Coen e * £7,010,196
_ l v ".
s ,I [ABILI FIES AND SlOCKHOLDER S LQU[TY } - o
e . +{ Payable to c]tanng, oxgamzanon } w3 6,924
o *Payable to |ekdled\p1rues _ T 75,553
N . Accrued personnel e\pense Lo ' o ' . 532,029
L 2 ] Otherliabilities |+ - ¢ N PR . 157,425
Vo .1 Deferfed tax liability 3 ‘ . - 9:1883
Total liabilities - $ 781,814
' BRI Qlocl\ho[dcx § eqmty G e ' o ' : o
) Common stock (No par value with a stated vilue of $100 per share, o
: authorized 1 000 shmes issued and outstandmg 480 shares) $ 48,000
Sulplusw« o ; . e S - 2.302,444
; Retained cdrmug:,s ) - 3,817,938 |
1, Iotal stockho]der S eqml)' 0,228,382
AT 1 .+« Total liabilities. and smckho!del s t:qully ’ i § 7,010,196
o, 1 See accomi);m'ying notes to financial statements.
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{ . ; I, ASSOCIATED INVESTMENT SERV\ICES INC.
‘ : (A WHOLLY OWNED SUBSID[ARY OF ASSOClA i ED BANC CORP)
. . bIM EMENT OF INCOME |~
; FOR THE YEAR ENDED DECEMBER!31. 2006 ~ .
{ i L I
‘ : [ :
- |
. Revenue: . C . , e - ~
' Commissions | .~ ;‘ $ 4,804,860
Interest and diwdends e Tt 113,823
! ,lnvestmem advi isory fees : 23,217
t - Annuity and’ 1nsu1:mce comimission 1evulue ﬁom affiliate ' 10,759,810
I Other : ' 444,702
) Toial revenue 16,146,412
E\penses . ‘
Personnel upensc . 9,335,164 .
i Conunissions and floor bIOkeldét 451,526
Occupancy dlld equipment - 749,007
o Commumui:ons and data processing” . 287,137 |
1 Business devulopmcm and ad\'uusmg " 384,538
1. Office f_\(px,nq% 3 : 3,715 .
I Afiihate management and administrative fees 861,742
Other expum_s i ' 1,284,502
Total expenses 13,357,331
-1 Income before affiliale revenue sharing expense . ' 2,789,081
Affiliate revenue sharing’expense : P (2,000,000)
Income befmeuncome laxes 789,081 -
{ Income fax e\pcnse 338,187,
o § 450,894

P

Net income

SCC ZICCO.]‘I?pﬂI]_VIH‘g notes ﬁnancml statements.
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. , ‘ ASSOC[ATED lNVFSTMFNT SE RV'IC]‘ S, INC
toa -3 “ l {A \\’HOLLY O\V'\”LD c>U|‘IlelAR\ OF AbSOCIA T L!) BANC-CORP)
» - ' "
" ! " STATEMENT. OF CHA\‘GES INS TOCI\]IOLDFR SE QUI TY
e * FOR THE YlLAR ENDED l)LCl* MBLIﬁ 11 2006 .
" ) -: , i -~ {-
‘.A'-.‘ L . i i
. s g ! 'i
a i BN s
[ 1 !
b - i
" : | . . AL )
v vl “‘Common Stock © 7 JRetained '
T , Lo Shares  Amount Swrplus - _';E:u'nings Total
oo Balance, December 31, 2005 480 $48000 $2.362.444 |$3.367.044 -$3,777.488
’ , { Netincome " - ¢ - ) - 450,894 450,894
. 1-" Balance, December 3 1,2006 - . 430 - 345000 § 2,362,444 |53,817,938 $6,228,382 -
.. y‘_‘ . i, A . . . ‘ . — -
R 7 1. See accomipunying notes to financial statements. . ‘
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- : ASSOCIATED INVESTMENT SERVICES, INC. .
N i (A WHOLLY OWNED SUBSIDIARY OF z\SSOClT\"l‘ED BANC-CORP)
S AL © : - Al .
' STATEMENT OF CASH FLOWS | .
- f B FOR THE YEAR ENDED -DECEMBER 3t, 2006 B
i
‘ :. E ' - AR Y ’ . \i
i - o ’.
CASHF LOWS I\ROM OPI"RA IING A.C [‘I\’ITIES -
Net income. L. v $ 450,894
AdleSllnt‘lHS 10 rcconc:le net income to net cash used i in operatmg, ¥
activities’ g H AR y -y
: Deplcuauon and amortization : 12,719
Net sale of Sccul ilies 915,797
Increase in f’m wvatue of not readily m'ulxelable securmes (14,500)-
(84,021)

Increase in net wcewable from broker/dealer 'md clearing orgﬁmzanon

. n
" See accompanying notes-to financial statements..

i i . ,

x

4.

. Increase in-prepaid assets . . . . (35,036)
Increase.in other assets . K (88,124)
Deferred taxes| : ] _ ' (24.935)
Increase in 1e<,en'dblf: from related pallu,s . N e (126,471)
Decmase m pay’tblc torelated parties Lo - (7,109)
Incu,dsc in aLcmt.d personnel expense T 3 - 497273 -
Increase in, payable to clearing Olgamzauon e ‘ 3,000 -
Incredse in othér liabilities * 7 - . 75,245
__ Net change in incoine tax receivable . (238,585)
- Net cash’used in operating activities’ o N 888,258
~ Net increase in cash and cash equivalents , 8885, 258‘ L
Cash and cash equivalents at béginning of years ’ . 2903417
Cash and cash eqmvalems atend of year S L - $ 3,791 671
r
Supplclmmal dlsclosures of cash T16w information: + : L : .
_Cash paid dun;ng Ahe year for income taxes .s K " $ 625,640
" . 1 . K ..
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1 i P E V
k i N ' e . M - '
‘ .
NOTE! - SUMMARY OF S[G‘\'lFl(. ANT ACCOUN1 ING l’Ol lC[Fb - A
'l“ln,l ﬁnanc1al statements Have been prepared in cuntommv with accountmg prmcnples generally
acccpted mn- the Umted States ofAmerlca Slgmhcant accoummg and :epmlmg, pohc1e<; Iollow
l’ri:lcipal B‘usingss“Acli\'it_\" " - ’
oy . Assoualed 111\'cslment Services, Inc. {the “Company’ ) a W]]O]])’ owm.d subsidiary of Acsocwt(,d
* "B.m(, Corp (the “Parent”), is a registered broker and dew]en in, securities under the Securities:
. E\change Act of 1934 and is a member.of the \'auom] »\ssouauon of Secu:mes Dealers (NASD) and -~
_ r lhe Clucago Slo(,k Exchunge . - . ‘ ' o o . *
L . \ A . : R

Ihc Companv acts as an uuroducmg 1)101\!3[ clears'all tr'msa(_uons ona fu]ly disclosed basis. wnh a-
. ,clearmg broker or-dealer, and JAransmits ‘all ‘customer funds and+securities to the cle'mng broker or
. dealer. Although the. Company does not carry’ customer fu]ldb or securities; on occasion it does
- 1ecuvt checks made payable to itsélf, which the Compauy duposns into s cleari mg bmku account or
. d(.’dlel bank accountwith an dfﬁllaf@ Ihelefme “the Company does not meet all the” lcqunrements as s
set] ! forth in the exempuve provisions of SEC Rule 15¢3-3 ander ‘paragraph (k)(2)(u) and must
T comply wnh the Determination of Reserve Requirements, Pufsuam to SEC Rule l:)c_u 3 ‘ -

Ré_venuc Retugnition ’ R ) v .
; e . . . . .

NN )
Commlssmns and telated clearing expenses for mutual funds Investment securities, and annuities are

¢
e recoxded on a trade- date basis. Commmswns for msmanccl products are lCCO!DanEd upon msurancc .~
. company apploval of the transaction and when the cash is 1ecewe(| ' o 5
e | .. - - . )
. \flanagemem and investment adwsoxy feés are rece:ved quaucrly but are :ecogmzed as earned on a
;pxo mta basis over the term of the contract. . L
L) . .
Cnsh and Cash Equivulems )
. A o
- lh:. Company considers cash 'md imerest be'ulm, dcposns wnh other ﬂnanua! msutuuous o be C'tsh .
and cash equwaleuls ‘ ) . '
. . - b —
| _ : , S
Cash of $200, 000 has been segregated in a special reserve b Pllk account for the benefit ofcustomers S
. unde: rule 13c3 3 01 the Securities and I xchange Cummlssmn ) ) . o
v o -Seturities Owncd ) . A o )
L . . - . .
Rl e m e - B r
., Marketable securities are reported at market value. - Unrealized gains or tosses are included in profit
' oor iIoss . N ) . . .
! [
. Bt
¢ . - . '
i 1
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- i + Ll 1 .
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NOTE 2

© NOTE 3.

NOTE 4 *

':epan ccsts are charged to expense as incurred.

"Usc of Estim:ltcs in Prcpnr:llioil ol' Finai]cial Smtcmcnts

!

! : ASSOC!ATED INVESTMENT SERV[CES II\C ' .

A

i (A WHOLI Y OWNED, SUBS]D[ARY OF ASSOC]A r ED BANC CORP)

NOTES 'IO Fl'\'ANClAL SlAIIﬂ.MENl

-

Fived Assets 1
P . 4

-

T

wF ummue eqmpmcm soﬂwa:e and Jeasehold tmplovemems are stated_at cost less accumulated

de pn,cmuon and amortization. Furniture, equipment and soﬂware are being depreciated on a straight-

) hm, basis over the esnmaled useful lives, ofthé assets. -Lea

schold improvements are amortized gver

|
ihc fesser of the economic useful life of the improvement or the term of the lease. Maintenince and

C e Al oMo

Income Taxes ¥ e

The Company is included.in the cousolldated federal income tax return filed by the Pa:em
filed on a separale return basis, and the -

and state income taxes are calcul‘tled -as if the Company
dmlt)unt ‘of ctirrent tax C']lcu!alcd is n,mllted to the Parent.

' -
Deferred tax assets and liabilities dre reLogmzcd fo: the

daft"uences between the_ financial sta[cmcm canymg amou

Ahdir respective tax bases. Déferred tax assets and liabilities
. The effect on deferréd taxes of a ¢hange in tax rates i recogmzed in income in-the penod that -
inctudes the enaclmenl date .

rates,

| N
Inj plcparmg the financial stalemenls lmnagemem 1s require
affect-the reported amounls of: asse[s and labilities at the
ll,p()ll(‘!(l amounts .of re\*cnucs and eﬁpenscs during lhe rep
from thosé esumales v S

SECURYHES(HVNED

Yet . 3 .

’

Federal

h -
- -

fmure 1ax consequences attribwable: 1o
nts of existing assels and liabilities and’

are measured using.currently enacted tax

d 10 makc estimates and assumpuons ‘that *
date of the financial statements and the.
Actual yesults may differ

omng, perlod

)

ST hL (,ompany carrics an investment in a Federated money malkct fund ‘with an estlmau.d [air value of
.$1.06 nulhon at December 31, 2006

T lu Company owns 1,000 shares in the Chlcago Stock Exchange with an estimated fair value at the

quotui bid price vf $33,500 a1 December 31, 2006.

Rh(.l:.lVABl E FROM
CII{’.(.ANI?A MON

AND PAYABLE

i I ) .
Al December 31, 2006, amounts receivable from and
org.lmzanons cohsist of fees and commissions rccelvabl
mnswcuons clc,med llnoug,h another broker/dealer on a fully

v

I’x}\"ABLE TO CUSTOMERS | ; .

"

Accounts payable to customers include anounts due on cash g

kS .

e

TO BRO'KERJII)EALERS AND CLEARING

W ]

payable to broker/dealers and clearing
e, and the related charges of cuslomer
dlsciosed basis.

and margin transactions.

LN
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: 1¢(A Wl[OLLY OWNED SUBSIDIARY OF ASbOCIA‘ TED BANC;CORP) e .o
o ; ‘ NOTES TO FIN.-\NCI.-\_L STATEMENTS ~ -~ ~ :
| L . ' . R " ,
f . DN ' = o
1 NOTES N(,OME‘ lA\LS J 4 .
3
o [nccllme tax expense (benem)‘ for the' year ended December 31, 2006 consists of the following: .. |
b * \
; . - Current: 1. . L
: ", ' Federal ‘ o $1293,117 "~ o
. [ State s C 70,005 . o '
) Total current’ [-363,122-"
Deferred: ,
. Federal (21,497) s )
- 2 . State . V(3438 . )
. ; i ! b Total deferred - 1(24,935). - )
P Income tax expense ' . $338,187 -
s : | o a
K ' .
Yo ' Defened income faxes are pIO\’ldtd for the tempmarv dlfﬁ:rcnces between the ﬁnanc;al :eporlmg ‘
Ny s basls and tax bagis of* the Company’s asseis and liabilitics. ”l he major differences that give rise lo lhe
X e deiured tax assets and liabilities for lhc year ended Decembel 3 2006 are as follows: : .
. o N o Accrued liabilities . - . $ 8,795 .
T }' E P:emlses and I:qulpmcm ‘ 4.413. .
o . Detelrt.d compensation - 36,801 . :
N State income taxes 324 ¢ '
1' ) ! Iolai £ross defened tax assets - w 150,333 :
. \
: . " 1 - oL
1 ; | N Prepaid exp'enses -1 (60,216) :
' , : T Tblal.gross deferred m.\"linbililies 1(60,216) e
) . . R - R i -
i , Net (!efeued tax habtlities - I$ (9,883) . i
- Ihc effective tax mle differs from the staunoly Ie(lcml tax raié. The {mijo;' reasons. for 1!11:s:'di‘fference . .';‘ '
‘m.ias foltows: o ) | A oy
T i : . - . . Pt .
5 | ! * C S
- r o | . 2006 L L
. . T ‘ e. ’ - v oo ‘ R N
: : - -Federal income 1ax rate at slatutory rate Ay - 35.0% . - oL .
I Increases 1esu]1mu from: . ‘ ] ' e o ,
. . State 1 income taxes (net of fe(lelal income la\cs) ' 55% . - L K
. ! ’ " Other .- L 24% T e
¥ . ' - Effective income 1ax rates v I 429% .. R
. | _‘ - oo ; . " ‘: "
- ’ . ' ,%- i -, ' 8 . , - . Y‘_ ; ‘ ~ )
i k ! v ~
DU . - o
- - + » - - % .
" o+ N - - * ?* I i
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ASSOCIATED I\IVLS TMENT SI“R\’ICES *[\‘C

(A WHOLLY O\\’NFI) QUBQIDIARY OI' A‘SSOCIA TED BANC-CORP)

1
N " NO'I'ES"I‘O FINA
i .

ln

i

_NCIAL,S'I‘A'I‘E MENTS

»

r.
4

asscssmg the realizability of dduted tax assels, nunagement C()IISldL]h w hclhel it is mou. llkely

tlmn not that some portion- or all of the deferred tax- assets will not be, realized. The ultimate
realization of deferred tax assets at December 31, 2006 is dependem upon the Company's ability to
generate ‘furure axable income during the periods -in whtlch those temporary differences -become’
(1eduulble Based upon the level of historical taxable income and projections for future taxable -

' uuome over the periods in which the deferred tax assets are deductible, management believes it is

mote likely than not the, Company will” realize the benefits ol thése deferred tax assels ar

Beéember 3 1, 2006.

l’Eai\'SlON AND PROFIT-SHARING PLANS

. -

t . . . t .-
Substantially all full-time employees of the Company-are cavered under the noncontributéry defined

benefit plan (benefit plan) of the Parent. ,Under the benefit

of IhL expense, and the pension obligation is recognized.- b

pens:on cxpmsc for 2006 was approximately $214,000.

the Parent..

¥

*

1
|)l'1n the Company is allbcated a portion

The Conpany’s share of

T

Subslantm]]y all full-time emp]oyt_cs of the Company are covered under the 401(k) Profit Sharing and

Comllbuuons up to certain IRS dollar limits. Total expense
to- the Sd\’ll‘l{:,s ptan was approxlmattly $135,000 in 2006

COi\‘h\'ll'l‘l\'lEN'l‘S AND CON'I‘INGENT LlABlLl'l‘IES

i+ i
Employee Siock Ownership Plan (savings plan) of the Pa!rem, and employees may make pre-tax
s related to the Company’s contributions

f

The Company leases office space from its Parent and various entities owned by its Palenl ‘under

!
opemtmgp lease_ arrangements that are cancelable under mutual agreement.

duermmed annually based upon base rents and other opetatma costs and squale foatage occupied.

opeaatmg ]eaqes totaled approximately $726 000 in 2006.

i
In Ihe Oidm.uy course of business, the Company may be
d[!(_)llS pending and llncatcncd legal proceedings.

'O[)IHIOI] as to the range. of possible outcomes and plammt‘

cannot estimate ‘the specific, possnble loss or range of loss
Manag,emem believes, based upon current knowledge, 1
proceedings (if .my) will- not have a material adverse el
opelalmnh or hqlu(hly of.the Company.

o
4

I

‘Remt expense included in occupancy and equipment on the Statemem 01 Inwlm for all rc]aled party '

0
1

s

namcd as dt,['c-ndant in or bc a party to’
Since it 1s not possible to formulate ‘a meaningful-
5 ultimate’ damage clainis,
{hat may result from these plocecdmgs
hat habiluies arising out of :my such
u,l en the financial position, results of -

illﬂllcleIIICIH

da

N

.

‘

lease pavmems are

.-

i
]
§
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“ ... . INOTE§ | RE LATED PARTY TRA\ISACUO\\ o N
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' F A 1 Pen]su:m and prof’l Sl‘.lﬂll!lé pldn apulse allocmons are discussed in Nute [ . .
s -”1-' ' . 1 L . :1 , K . . ‘ , ) .
b . le1ms of teases with the Parent and various enues owned bvlthe Parent ale dlSCllSSCd in Note 7.-
‘ “_f;‘ - i . B _“‘_ s : .. - o
REANE T T ’ Tlleg Company pald the,, Palem man'lgemeut and- admmlstlatl\e lees of appro\lmately $8()z_ 000 ln . 5 N
R R T 2006 . s : W P ST
.a .-‘ - . Ny . Fv 1 X ' .,.l, ) } - . , | .. i PR .. . . ..
R 1 U A 1evenue shaung alnngement exists’ bm\ een the Company and Assouated l“ll‘l'lllClal Group LLC S
et e ' (A FG) aw holly owned subsidiary of Assoc mted Bank, Nﬁtnl)nal *Association (the “bank“) whichisa . .~ .

i 7 : Lo WllollV owned subsulnuy of the’ Parent.” “The arrangement was established to account for and allocate’

S I . 1evenue with respect to the sale; of, anndity aiid 11151111:1ce~1)10c11:cts that "are - d1smbm<_d by dual © L
L MU : employees of the Company and AFG’ Shated revenue related to annuity and insur ance: pmduut sales Ty
T O . T for + 12006 totaled $10.76 nul];on Of this amoum' appw\ilnmely $534,000: was a :ecelvable at
P T CE P Dccembel 31, 2006. Pmduct d'.smbuuon expens; pdyablelto,an affilidte at Decembel 31,72006
s o ] . totaled appromndtely B4, 000 A 1evenue blldlil]g agreement was establishied between thé¢ Company ..

ST 1 e + and| the - bank. lhe agreement provzdes f01 the allocauonlol revenue with 1espec1 te the sale of s
A 1 .. 5=. 111vestment and insurance ploducts {0 customers referred by Lhe bank., Sllaled reveriie expense pa:d 10 _ N
dooaT Ty T he bank for 2006 totaled $2.0° mlllmn TA :evenue sharm;, anangement was establlshed between the *° Lo
. RS Z Company and Associated Trust Company, ‘National Assoc1at10n which is a wholly owned subsidiary - R
’ EO AT ] .o Toof ihe l’drelat to aliocate asset basecl revenues received: from Goldrmn Sachs; which is calcul’lted off ) .
' " S ¢ the asset market values of theé Compmy and “Associated Tmst Company Othe1 nnscellaneous uems- i
- et payable to an aff;llate or the Parent totaled applommately ‘5?! ,000 at Decembe1 31 2006 T e
H. .t E
R oo | : . . i , N e
! NOTE 9 CREDIT RISK T C P o Lo e
RS I o 1 . : ot l e oo R
. The Company maintains cash balances at a bank and. edsh and securities ag a eleanng: blokel (,ash
" ., ¢ oace ouuls at banks are insuréd by the FBIC for up*to $ 100; OQO Anjounts'iii excess of FDIC msured
RN ',_1' oy lmnts were, 33 7 million at December’ 31, 2006, The' Secuntles lmest01 Plotectmm C,mporauon 1, o
B o (‘SIPC) instre§ cash and securities up © 5500, 000 (although cove\age of cash is limited to. $l00 000) o

Amounts in-excess of SIPC, Jinsured lmms were appromn)'alely $658,000 at. Decembere 31, 2006 T '
‘ ‘which'i is Ihe secur ity valu'mon in excess of the $400, OOO 1emammg, after the $100 OOO cash (,o‘femge '

M - . ) LY N . D B " -
' Toln 1111e nor mal Comst of busmess the Company 5 custll)mer actn iies. mvolve the; o tecuuon« i »ow
settlemem and ﬁnanung: of \*anoue Customel securities lmns;lcuons gy hese aelnmes ma}’ C‘(pose the PR
‘ T (,omp’m) to’ off-balancé-sheet risk in. llu e\cm the -customer or’other broker -is unable 0 fulfill its ‘
. AT Contmcmal obl:gallons and the ‘Comp’my lns to purchase or sell ‘the f'mncml instr ument undulymg R
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e - 1 l (A \\’HOLLY OWNED SUBSIDIARY OF ASSOCIATED BANC-CORP) '
L 1 .
¥ P ! o NOILS TO FINANCIAL S1 All'.l\lFNlS ‘
TR b - |
! " ‘ o - P . " ) !
e T .+ "« The Company’s customer securities activities are transacte'd on either a cash or margin basis. "In
‘ . l f m;ng,m lld[lba(.ll()lls the Company, tluough a clearing blOl\CI’f(lc‘]lc:l extends credit to ns customers,
' L ‘ subjecl 10 various regulatory and'internal margin lequuemems collateratized by cash,and securities in
e, l . the! cusiomers’ accouits. In connection with these, activities,! the cleannyg. broker/dealer executes and,
L o - .t ClLalbeIlSlO]nCT Aransactions” involving the. sale "of securities nat yet purchased, Subslamtally alt of"
W P " wh:{chlarc transacted on a margin .basis Subject to mdmcllu"nl exchange risk in the event margin
o S, Tequirements. are not sufficient to fully ‘cover losses that_customers may tcur. In the event the
TRRATIS i . «  customer fails 'to satisfy its obligations, the Company may be mquued to purchase or sell limnua]
T o : -+ instruments at prevailing market prices to fulfill the customer’s obligations. The Lleanng
T ' § brokm/dealex seeks“to control ‘the risks associated wuhllhc Company’s custonter activities by . .
A . _ u,qunmg, customers o rhaintain margin collateral in compllance with various regulatory and mtcrnal "
’ s uldelmes The clearing broker/dealer monitors the Com mn /'s customers” required margin levels
: i g g pany q 5 .
: l . da1ly and, pursuant to such gllldellnes requires the Compdny to contact the Company s customers loq. !
& ' ta - ’ (leposn addmonal collateral or to reduce posmons when necessary. ) S
7 i i
. - - i
U i NOTE 10 Nhl CA]’I[AL RFQUIREMFN’IS
P N 1,
x :
_; Flle Company is subject to SEC Uniform Net Capnal Rule (SLC Rule 15¢3-1), which :eqmres the .
R - mamlenance of minimum net’ capua] and requires that th ratio of aggregate indebtedness to’ net .
: . . -capna] both as defined, shall not ‘exceed 15t 1. At Decembel 31, 2006, the Company had net .
Lt T capital of $1.72 million which' was $1.47 m1ll:on in ewcess{ of ‘its required net capital of $250, 000. - -
: o i The Company s ratio of agglebale indebteilness 10 net capital ratio was 0. 43 to l OO at December-31, '
. ' 7()06 _ - . -
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N . TR ASSOCIATED INVESTMENT SERVICES INC ' "o
T e 3 . : : (A \VHOLLY OW’\IED SUBSIDIARY OF ASSOCIATED BANC: CORP) .
. - Tk L ! )
k ; T N COMPUTATIONS OF NET CAPITAL UNDER SEC RULE 15031 )
i 1 SR ‘ DECEMBER 31,2006 - |' g -
- : ‘ ‘.. . : ’ - i . . . * .
' -t te S e i
- NET CAPI'I ALy Lo C !r R ) Vo X
% Total slocl\holdur 5 cqun) ) : 56,228 382 5
. i ! © TR
. - 1
. ) 'if L Dcducn(ms ’md/m charges: _ o
! 1A Nom]low.lble assets; © : . Ca - v "
. . Pn.pald E\anSLS " . Co ]45 499 ¢
X r‘;‘ . T Furniture, f.,qulpmem and leasehold i improv cments ' 49 571 . 4
- T p Inu)me lax re(_elvibie T “ ' : 766 787 : o
RS Otherassets © * . _ C 3,495,990
SO i I ) VR 4,457,847 ] -

!l”; o . B Other dt.ducuons dnd/o: char 5L5 . oL , ‘i — - .. * - 5
LT _ "i oy A Coe E (4,457,847) Ao
el 4 Nel capinl‘beforc hdirculs on'sccuritics positions (tentative -~ 7 L 1,770,535 - B
T -. .4 'y lnetcapital) Lo - ! v o S

T = , , Addltlonal chdlg,%s for Cuslomus and non- Lustomus ’ (25,323) AR
Cow securlty accounts Lo - L - , - e
\___' - f" Haircuts on secuumcs posmons . i (21,155)
i ;! , ’ Net C.]])Il']l : ‘ . . $1,724,057, " w
i, A - e g , : .
BEVERENESLINES A AGGREQATE I?DEBTEDNESS: - : ) i - “ :
i R . N . f-" ’ . -
A! R 1. ]tems |ncluded in, statéments’of financial condition: . ST i * .
Ve e . r\ccoums pay: 1b|e acerued expenses, and other liabilities : 5771931 .
L R ’"“ Deducuon for |equ1rcd deposit’in Rcsuve Bank Account - - S ) - )
-."‘i_ Tolai agyegau indebtedness s o : | $771,931 .. e :
oy R ‘ Excess nel Cdpllﬂl arl,500% . - T ) ) C i 351,608,267 . )
SRS . E.\ccss nel ca}mal at1,000% IR ' %1,646,863 - ¥
' , . - Rano Aggregatc mdcbtedncss to net Cdplld| ) o no 1 04510 1.00 « | » - v
. . 4 serot ) ™
P ’ COMPUTA FION OF BASIC NET CAPITAL'REQUIREMENT: .
r: v e ) . ’ -+
o . Mlmmum net C‘lplid| |equ|rcd . ) $..250,000 L
r; y oy > Excess nel C'ipll.:l o . - v | 51 474 057 3 Yo .
SR Ny . " y P
S Lo o Ty "There is no IT'Id[CIId] dIﬂClCnCC between the computation of net capital above "md that’ reporlcd bv the )
Tt ' ’ Comp mv in"PartIl A (umudncd) ‘of Farm ,\ ]7~\ Sas ochcember 31, 2006 e :
e )
N i ' A
. | See Illdependt‘m Audilors? Report. ' . A
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t ASSOCIAFEDINVES IMENT SERVICES INC
(A WHOLLY-OWNED SUBSI])IAR\’ OF ASSOCIAT ED BANC:CORP)

by the Company in Part 11 (unaudited} of Form X- ]7:\ 5 as of December 31. 2006,

A Co )
See Independent Auditors’ Report. . -
. ]

“Schedule 2

‘CIJS'['OMEI( RESERVE [h\NI\' ACCOUNT C('L\Il’ll']‘,\'['[()n\' lJ.\‘I)IiR SEC RULE 15C3-3

Lo DECEMBER 31, 2006
k .
P - 4 Credits Debits K
l. Free credut baldnccs and other credit balances in customers' 1 : o
security-accounts. -0- h
. ‘Monies bonowcd collateralized by securities carr lt‘d for.the -0- ;
. accout ofC11510111cis ; ' o
3. Monies pd)”lbllt. dgainst customers’ securities loaned. -0- .
4 Customers' sccmmes failed to recerve, ' ) -0-
. Credit b'llances in’firm accounts which are mubuiable to .-, -0-
plmc1pal sales 1o customers. ' N .
6 "Maiket value of stock dividends, s[ock splits :m(! snml'u L. -0- .
, distributions recéivable oulsmndm;__, over 30 calendar (Iavs B

i 7 Market value lofshon security count dltlelence over 30 -0-

- 'Lalend'u dayslold. . . St

i 8. Market value l[)rShOll securitics and credits in all suspense - -0-

‘. " . accounts over 30 calendar. days. - ' .

1 9: Market value o[ securities whlch are in 1ransfcn in excess of . -0- M
40 calendar days and have not been conf'lmcd 1o be-in transfer .
by the uansfe: agent ot.the issuer during the 40 days. : . . .\

10 Muludl fund bl(.dkp()lll[ ll'lblllly projection -0-
111, Debit balances in customers’ cash and margin accounts e,\cludmg, ‘ -0- .
1. unsecured accounts and accounts doubtful of collection. -, .

{ 12, Securities borrowed to effectuate short sales by customers and ) -0-

! securities’ bor: owed 1o make delwcry on customers' securilies ) ’ ‘

i failed to deliver.: e

13, Failed to de]wel ‘of custome:s securities not older than 30 -0-
. C’ilendar (lays'

14, Maxgm rcqune(l dnd on depaosit with the Opnons C]Lallllg Corp. - -0-0 -

for all option i:onuac,ls written.or pu:chaSLd in customer dc_coums

l .o Tolals $ -0- -0- :

15 Excess of total credits over lota] debll‘: 1t,qmred to bL on deposit ) ""

ina"Reserve Bank Accoum ................................................................ oy -0 a

u ’ ' L

16 1f compumnon per mmc.d dna monthly b‘ms enier 103% of excess "

of 1otal, ut,dlls Sver totaldebits v IR OUOURRRRR | $ -0- "
17 Z\moum on dcposu in Reserve Bank Account 1-141824-3 ... JEUT L $200,000
"18. Additiona] dcposil required O ..... RSN P , «

There is no m.ltenal dlffcmlce between the determination of reserve requirements abave and that reported .
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. L. NIOI{M-\IIO\ |u~| ATING FUI()bbehlU'\ OR (U\IR(JI I{I‘QUIRE.\IL‘\ 'S UNDER SEC KULE 15€3-3
{ | } DECEMBER 312006 ‘
t . e : » .
N i ' o ' ' ' r
- 1. Customcxs 'fully paid securitiés and excess argin sécurities nat in the res ondt‘nl s 5 =
: \ P g P . -
Lot 3 posscss:on 0| ¢ontrol as of the report date (for which instructions to 1?(11103 to
L : > posscsswn 01 control had been issued as of the report date) but for \\']}lCh the required -
t - action was not -taken by respondent wnhm the time frames specified under Rulé lau -3, .
B3 . ! ' l -
A ‘ - A, Number ofitems : . > y v ---
. . e - ‘ . R A
1
- - P2 Customets fully pald securilies and excess margin securities for Wthh instruciions to~ § --
‘," i m(luce (s possessmn or control had not been issued as of the repors date e\cludm;: R
v | items ansmu {rom “temporary lags which result from nomml business operations” as
oo T penmttc_d 1ll1(]€l Ru!e 15¢3-3. . . v <
~ - pes -
N - ’ L * '
. Al Number ofuems ) --
: .. . O A
" i 3. The systém; an(l procedures utilized in complylm__, with the :cquuemeut (o maintain ) .
b physical possessmn or control’of customers” fully paid and excess m’a{rem securities B
' i v have been tésted and are funcuoning m a manner adequate to fulfill the requirements of YES (x}
| ' : Rule. 15¢3- 3
| . 4 ,
. b .
- . 1 . ! *
| " A N y s ', K ¢
S *See Indeperident Auditors” Report.
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Independent Auditors’ Report on
Internal Control Required by SEC Rule 17a-5

The Board of Direclors and Stockholder
Associated Investment Services, Inc.:

In planning and performing our audit of the financial statements and schedules of Associated
Investment Services, Inc. (a wholly owned subsidiary of Associated Banc-Corp) (the Company), for
the year ended December 31, 2006, in accordance with auditing standards gencrally accepted in the
United States of America, we considered the Company's internal control over financial reporting
(internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company’'s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s intemal control.

Also, as required by rule 17a-5¢(g)(1) of the Sccurities and Lxchange Commission (SEC). we have
made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedurcs that we considered relevant to the objectives stated
in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(¢)

2. Making the quarterly securitics ¢xaminations, counts, verifications, and comparisons, and the
recordation of differences required by-rule 17a-13 -

3. Complying with the requircments for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

4. Obtaining and mainlaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, cstimates and judgments by management are required to assess the expected benefits
and related costs of controls, and of the practices and procedures referred to in the preceding
paragraph, and 10 assess whether those practices and procedures can be ¢xpected to achieve the
SEC's above-mentioned objectives.

EPMG LI A US lanaled katahly partneramy 15 tho U5
mamber I oF LMK IRIRa1Ghal 4 Swins CoGDaeralive



Two of the objectives of internal contro! and the practices and proccdures arc to provide
management with reasonable but not absoclute assurance that asscts for which the Company has
responsibility are safeguarded against loss from unauthorized usc or disposition, and that
transactions arc executed in accordance with management's authorization and recorded properly to
permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 174-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph. :

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any cevaluation of them Lo
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control dves not allow management or
cmployees, in the normal course of performing their assigned functions, to prevent or detect
missiatements on a fimely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely afTects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there 1s more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a signiticant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstaterment of the financial statements will
not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities
for safeguarding sceurities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 20006, 10 mect the SEC's objectives.




AT

This report is intended solcly for the information and usc of the Board of Dircctors, management,
the SEC, Nationa!l Association of Securitics Dealers, Inc., and other regulatory agencies that rely on
rute 17a-5(gg) under the Securitics Exchange Act of 1934 in their regulation of registercd brokers
and dealers, and is not intended to be and should not be used by anyone other than thesc specified

K et s-P

Chicago, Nllinois
February 26, 2007



